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PEOPLE'S REPUBLIC OF THE CONGO: KEY ECONOMIC INDICATORS 


DOMESTIC ECONOMY 1985 1986 1987 1988a 
Population (millions) 1.94 2601 206 205 
Gross Domestic Product 2:162 1,937 2,352 2e283 
GDP real growth rate -4.4 “6.58 Sed 1.4 
Consumer Price Inflation 61 265 ie5 re | 


Exports (FOB)b 1,087 781.7 9219 716c 
Imports (CIF)b -510 -529.5 -481.1 <-223c 
Trade Balance 577 252.2 440.8 493c 
Current Account Balance -161 -~§95 -245 -818 
Public Long-Term Debt 2,33T 35001. 35679 4,360 
Debt Service % of exports 3245 40.4 26 53 
Reserves 7.56 Liste Bet? * 6.73 
Average Exchange Rate 449.26 346.3 300.54 297.85 
(CFA = US $1.00) 


U.S. CONGOLESE TRADE 
U.S. Exports to Congo 19.4 10 9.3 20.8 
U.S. Imports from Congo 645 398 456 404.8 
Trade Balance -625.6 -388 -446.7 -384.0 
U.S. Share of Congo's Imports Bek 1«6 aad N/A 
U.S. Share of Congo's Exports 60 55 45 N/A 


Principal U.S. Exports 

Heavy equipment for the petroleum and logging industries, wheat, 
electrical machinery (includes pumps, generators, spare parts, 
tools, and gages), and chemicals. 


Principal U.S. Imports 
Crude petroleum, manganese (from Gabon), sugar, diamonds, wood 
veneer, and other timber products. 


Petroleum Production 
Crude ('000 metric tons) 5,830 5,350 6,227 6,740 
Refined petroleum products 564 534 541 a7. 


Reserves as of 1/89 99.4 million metric tons 
Cumulative production to 12/88 63 million metric tons 


a) estimate, b) Direction of Trade Statistics (DOTS), c) Estimate 
based on Jan-Oct. monthly DOTS trade with major partners as of May 
1989, d) November 1988, e) projected, £) Banque des Etats de 
l'Afrique Centrale 


SOURCES: Ministry of Planning, African Development Bank, IMF 
International Financial Statistics and Direction of Trade 
Statistics, U.S. Department of Commerce, U.S Bureau of the 
Census-International Data Base. 





INTRODUCTION 


The People's Republic of the Congo is a small sparsely populated 
country in west-central Africa which extends 800 miles inland 
across the Equator from the Atlantic Ocean. It is bordered by the 
Atlantic and Gabon to the west, Cameroon and the Central African 
Republic to the north, Zaire to the east, and the Angolan enclave 
of Cabinda to the south. The population of about 2 million is 
concentrated in the cities of Brazzaville, the center of 
government, and Pointe Noire, the port city and economic capital. 


Sub-Saharan Africa's fifth largest oil producer, the Congo has 
seen its fortunes vary with the vagaries of petroleum prices. 
Gross Domestic Product (GDP) nearly tripled between 1980 and 1985 
from 360 billion Central African Francs (CFAF) to 932 billion 
CFAF. In 1986, the collapse of oil prices and the fall in the 
value of the dollar combined to cause a recession which saw 
economic activity drop by a nominal 30 percent--corrected for 
inflation, economic activity in real terms declined by almost 7 
percent. The decline slowed in the last two years, as oil 
discoveries and increased production have somewhat made up for low 
crude prices. In addition to petroleum, other productive sectors 
of the economy include a timber industry, light manufacturing, 
cash crops (coffee and cocoa), and transport services linking the 
interior to the Atlantic Ocean along the Congo river-rail link to 
the port at Point Noire. 


SUMMARY OF TRENDS 


Government Policy - Following the massive recession of 1986, 
nominal increases in GDP were restored in 1987 and 1988. 
Inflation eroded real growth to negative 5 percent in 1987 and an 
estimated negative 3 percent in 1988, as the deterioration of the 
economy slowed. Under the pressure of declining petroleum prices, 
depreciation of the dollar, and burdensome debt service, the 
Government of the Congo adopted austere financial measures to put 
its economic house in order. Echoing the policies adopted 
throughout the region, the Congo is privatizing inefficient 
parastatals, offering incentives to primary producers and seeking 
debt relief/rescheduling in international fora. Taxes on imports 
have been increased and surcharges for power and oil consumption 
have been enacted. Diversification and private sector-led growth 
are key to the government's strategy. Concrete steps include 
reduced budget deficits, contracting civil servant roles and 
reduced public sector salaries. The Congo has a difficult task 
ahead of it, which President Nguesso has characterized "like the 
labors of Sisyphus." 





Privatization - State enterprises were identified as a massive 
drain on national resources in 1986, having cost the treasury over 
400 billion CFAF in the preceding four years. The government 
initiated an audit of three quarters of the Congo's parastatals, 
began identifying technical partners to restructure critical 
industries, and since January 1988 began the transfer of 
parastatals to the private sector. Six parastatals have been 
successfully restructured, merged, or transferred to the private 
sector. Privatized industries include two wood processing mills, 
a cement plant, and manufacturing and commercial fishing 
operations. 


The Debt Problem - The oil fueled economic boom also brought a 
dramatic increase in overseas borrowing. Total foreign debt 
currently exceeds $4 billion. The decline in oil prices reduced 
the government's ability to service its debt. Accounting for 8.8 
percent of exports in 1980, debt service represents 53 percent of 
exports of goods and services in 1989. Debt rescheduling is 
essential to restoring economic growth. Without rescheduling, the 
Congo's debt service for 1989 should be about $800 million. While 
debt rescheduling arrangements have been negotiated with the Paris 
club, they are dependent on an IMF agreement which expired in 
April 1988. There are strong expectations that a new Stand-by 
agreement will be signed before the end of 1989. In the secondary 
debt markets, the Congo's debt obligations are reportedly selling 
at 20-25 percent of nominal value. This 75 percent discount could 
make debt equity swaps an attractive means of reducing Congo's 
debt obligations. 


PRODUCTION AND INCOME 


In general, the Congo's productive base is heavily skewed towards 
capital-intensive extractive industries which combine Congolese 
natural resources and Western technology. Oil dominates the 
economy. Forestry products are the next biggest export earner. 
Cash crops include sugar, coffee, and cocoa. Local agriculture 
includes both state farms and smallholder farms; food crop 
production, however, fails to satisfy domestic demand. Transport 
services are major components of GDP. Moving products from Gabon, 
the Central African Republic, and parts of Cameroon, the Chemin de 
Fer Congo-Ocean (CFCO) railway is a major transportation artery 
for the region. 


PETROLEUM AND MINING 


Oil has played a role in the Congolese economy since commercially 
viable deposits were discovered in 1957. With the sharp price 
increases of 1974 and 1979, petroleum became "king" of the 
Congolese economy. The Congo remains dependent on oil exports in 





1988-89. Despite continued low prices, petroleum accounted for 
over 80 percent of exports in 1988 as output rose by about 10 
percent. Discoveries in the Zatchi marine, Yombo, and Tchibouela 
fields ensure that oil will play a role in the economy well into 
the 1990s. Output from the new Zatchi field is projected at 2.17 
million barrels per year once all three platforms are installed. 
Elf anticipates its Tchibouela field will yield 13 million barrels 
per year by 1990. 


U.S. business presence in the Congo is concentrated in the oil 
sector. One U.S. company, Amoco, expects to go into production by 
1991. Two others, Conoco and Chevron, have exploration rights, 
while a fourth American petroleum consortium is actively seeking a 
foothold in the Congo. Competition for attractive concessions is 
stiff during bidding time between the American, French and Italian 
firms. Once blocks are are allocated, however, American firms 
cooperate to reduce costs. Conoco has both offshore and onshore 
acreage, while Chevron successfully bid on an onshore tract. The 
government may open additional offshore acreage for bidding this 
summer. 


The oil refinery, CORAF, is owned jointly by Elf (40 percent) and 
HydroCongo (60 percent). Despite operating well below its 
capacity of 1 million tons per year, CORAF reported 1987 earnings 


of over $6.6 million, making it the second most profitable 
enterprise in the country. HydroCongo reported earnings in 1987 
of $5.3 million on a turnover of $19.3 million. Actual earnings 
may have been considerably lower than this figure. International 
lenders favor restructuring or privatizing CORAF and eliminating 
HydroCongo's retail monopoly. 


The Congo's minerals sector remains underexploited. Recent 
mineral production has been limited to one state-run polymetallic 
Mine and scattered artisanal production of gold and diamonds. 
Potash was a key export in the early 1970s, with production 
averaging about 450,000 tons per year. Persistent unused 
capacity, technical, and marketing difficulties were exacerbated 
by a flood in 1977 which closed the operations indefinitely. 
French business interests are currently conducting feasibility 
studies to reopen the mine. The Congo has estimated offshore 
phosphate deposits of 4.5 million tons, and approximately 1 
billion tons of iron ore reserves in the High Ivingo region, 
These resources cannot as yet be economically exploited given 
present world prices and local capital scarcity. 


TRANSPORTATION AND COMMUNICATIONS 


The principal means of transportation in the Congo is the 
river-rail network. Goods arrive at the Atlantic port of Pointe 
Noire where they are loaded onto rail cars of the Chemin de Fer 
Congo-Ocean (CFCO). The railcars travel over 250 miles to 
Brazzaville, Congo's capital city, located across the Congo river 





from the Zairian capital of Kinshasa. At the river port, the 

barges of the Agence Transcongolaise des Communiciations (ATC) are 
loaded for the trip upriver to towns including Ouesso, Mossaka and 
Bangui, the capital of the Central African Republic. Timber, 

coffee, cocoa, and people reverse the journey travelling downriver 
and westward on the rail line to Pointe Noire. Cost reductions in 
1989 should enable CFCO to break even for the first time in years. 


Manganese is transported from mines near Moanda in Gabon along a 
cableway to the Congolese border. Railcars transport the minerals 
along a spur line 170 miles to Loubomo where it joins the central 
rail artery to Pointe Noire. In 1989, Gabon opened its minerals 
port at Owendo to enable mineral exports to travel on the 
TransGabon railroad to the port at Libreville. Despite the 
opening of this new route, manganese exports through the Congo are 
not expected to decline dramatically, as the cableway had been 
operating at full capacity for some time. Rather, Owendo will 
enable Gabon to increase its total manganese exports. 


The 5,000 miles of navigable rivers are the primary means of 
transporting timber from the north to the river port at 
Brazzaville. Bottlenecks at the Zairian port of Matadi have 
caused some traders to reroute their merchandise bound for Zaire 
through Pointe Noire to Brazzaville, where they are ferried across 
the Zaire river. This complicated procedure is fraught with 
potential snags. A major expansion program for the river port, 
sponsored by the European Investment Bank, has been designed to 
accommodate increased container traffic, which some have projected 
to grow from 45,000 tons to 180,000 tons by 1990. 


Both the inland water systems and the CFCO are operated by the 
parastatal Agency Transcongolaise des Communications (ATC). The 
national airline, Lina-Congo, operates domestic and short haul 
regional flights and is a good candidate for privatization. The 
road network is limited, only 550 km are paved. New incentives to 
increase agricultural production are dependent on feeder roads to 
get produce to market. Emphasizing the importance of the road 
network, the World Bank signed a program in 1988 to make available 
$35 million for road rehabilitation. 


Domestic and international communications are of variable 
quality. The earth satellite can handle 6,250 lines and two 
television channels. Congolese television provides limited 
coverage of world events via satellite feed from Europe. The 
American cultural center offers evenings of news and other 
programs via satellite from the U.S. Information Agency. The 
country has over 70,000 radios, 10,500 telephones and 3,000 
televisions. 





INDUSTRY AND CONSTRUCTION 


The Congo's industrial sector has historically played a small role 
in the national economy. Major industries include production of 
wood products, oil refining, and food processing. Until 1987, the 
industrial sector was dominated by highly inefficient state 
enterprises which required substantial government subsidies. To 
redress the situation, the government privatized or closed many of 
these enterprises over the last few years. 


AGRICULTURE 


Self-sufficient in food production, and a large exporter of cash 
crops at independence, the Congo has experienced a steady decline 
in agricultural output over the succeeding two decades. Less than 
1 percent of the arable land is currently cultivated; the country 
now imports some 70 percent of its food requirements at a cost of 
90 billion CFAF in 1988. The Congolese have left their farms at a 
record pace. In 1960 almost 80 percent of the population made 
their livelihood on the farm, in 1980 more than half of all 
Congolese were urban dwellers. Agriculture in the Congo has 
suffered most from what some have called the "Dutch Disease," a 
condition marked by a degradation of some sectors of the economy 
as resources were shifted to a booming oil sector. 


Cassava is the principal agricultural product. Rice, corn, 
peanuts, and vegetables are also produced in small amounts using 
traditional farming methods. Cash production of coffee and cocoa 
has stagnated or declined for a decade. Congolese authorities 
report that cocoa production fell from 1,675 tons in 1987 to 1,287 
tons in 1988. Coffee production for 1987 was only 905 tons 
compared to 2,593 tons in 1980. 


Concern regarding the overwhelming dependence on food imports has 
prompted the government to announce a program entitled "Food Self- 
Sufficiency by the Year 2000." To accomplish this objective, the 
government adopted 15 major agricultural reforms including 
removing import taxes on essential agricultural inputs; abolishing 
the Cocoa and Coffee Marketing Board (OCC); eliminating the 
monopoly of OFNACOM, the food crop marketing board; reducing fuel 
prices to favor farmers; allowing civil servants to own farms; and 
creating new credit institutions, 


FORESTRY 


The forestry sector was another victim of neglect during the oil 
boom years. Recovery began in 1987 when production reached 
682,337 cubic meters. The situation looks brighter in 1989. The 
realignment of the CFCO railway, which alleviated some transport 





bottlenecks, and the price increases for competitor's products in 
Brazil and Southeast Asia contributed to a nearly 25 percent 
increase in forestry product sales during the first quarter of 
1988. Nonetheless, the forestry sector is plagued with serious 
problems, including isolated harvestable tracts, difficult weather 
conditions, and shortages of locomotives for the rail connection 
between Brazzaville and Pointe Noire. 


U.S. entrepreneurs have, nonetheless, managed to successfully 
penetrate this sector. Since the late 1960s an ambitious project 
to clone hybrid eucalyptus trees has been carried out in the 
Pointe Noire region. The end result is a plantation of uniform 
trees, maturing every five to six years and capable of being 
harvested three to four times in a 21 year period. U.S. investors 
have taken advantage of the availability of thousands of mature 
trees to establish a wood treatment plant producing utility 
poles. The company has already filled both domestic and export 
orders and is branching out into the treatment of pine for local 
construction. This joint venture is the first non petroleun- 
related American private sector investment in the Congo since 
independence. 


The government actively seeks foreign participation in the 
forestry sector. The investment code offers special incentives, 
particularly for firms in the sawn board, veneer, and laminated 
areas, which are subject to lower taxes than those for unprocessed 
timber. Since 1981, at least five new joint ventures have been 
Signed with foreign investors, 


INTERNATIONAL TRADE 


Trade has always played an important role in the Congolese 
economy. In 1986, imported goods accounted for 70 percent of 
final consumption, while exports have accounted for as much as 55 
percent of GDP. While commerce has traditionally been a very 
profitable activity in the Congo, the economic slowdown has 
reduced local demand. The large trading houses of SCOA-Congo, 
CFAO-Congo, and SHO-Congo all reported losses in 1987 ranging from 
CFAO's 1.6 billion CFAF loss to 6 million CFAF for SCOA. The 
continued layoffs of government employees should further compress 
demand for consumer goods. 


The United States is Congo's largest trading partner, importing on 
average $400 million worth of Congolese oil annually. Other U.S. 
imports from the Congo include sugar, precious stones, and wood 
products, valued at $32 million in 1988. U.S. exports to the 
Congo more than doubled from 1987's $9 million to over $20 million 
in 1988. While American managerial skills and technology are 
respected, U.S. exports to the Congo are generally low, about 2 
percent of the total market. Aircraft parts, forestry equipment, 
and telecommunications equipment head the list of U.S. exports 
which have ranged in value from $10 to $20 million since 1985. 





Increases in oil production should lead to additional market 
opportunities for suppliers of oil field equipment and services in 
the near future, 


Western Europe supplies the bulk of Congo's import needs. France 
alone accounts for over 50 percent of imports, dominating almost 
every important sector (not incidentally, France also holds 56 
percent of the Congo's foreign debt). West Germany, Spain, Japan, 
and Belgium are important suppliers in certain sectors. The 
communist countries account for less than 2 percent of Congolese 
trade, with the People's republic of China responsible for almost 
half that total. 


OPPORTUNITIES FOR U.S. BUSINESSES 


Due to the continued dominance of established European operations, 
the opportunities for immediate U.S. export gains are limited. In 
order to conduct either short-term or long-term trade, U.S. 
businesses with no local presence should negotiate direct 
representation agreements with firms offering contacts and 
experience in the Congo. 


U.S. products have a strong reputation for quality in the Congo; 
the lower dollar may be responsible in part for the doubling of 


U.S. exports to the Congo in 1988. Competitors have been 
successful in this and in other markets in the region because they 
have established a strong local presence. While many American 
suppliers are unwilling or unable to commit resources to this 
marketing strategy, they should consider retaining good local 
representation for after-sales service. Because local services 
are sparse, expensive or unreliable, assurances of after-sales 
services and spare parts are essential to establishing new trading 
relationships. 


The principal markets offering opportunities for U.S. business 
include small-scale agricultural equipment, fertilizers, 
insecticides, agricultural commodities such as animal feed, 
logging and other forestry equipment, food processing equipment 
and general machinery and appliances adjusted to the Congo's 
220V/50 cycles. As the American presence in the petroleum sector 
increases, additional markets will open in oil field equipment and 
services. Increases in U.S. personnel at drilling operations 
should also increase demand for American style consumer goods in 
Pointe Noire. 


Privatization has opened additional avenues for investors. The 
government is actively seeking purchasers or joint venture 
partners to assume various projects formerly operated by 
parastatals, especially in agriculture and forestry. Many of 
these operations already have buildings and equipment left 

from previous public investment. 





The Congolese Investment Code offers incentives for firms in 
agriculture and forestry. Although negotiations can be 
protracted, the government has shown a willingness to accept 
additional concessions needed to attract foreign capital, 
including tax and import duty concessions. Language remains one 
of the largest barriers to the expansion of U.S. investment. Few 
Congolese are fluent English-speakers, and businesses which can 
communicate in French have an edge in obtaining contracts. 


Other difficulties of doing business in the Congo include: 
o Complicated bureaucratic practices: A company must devote 
twice as much time as would be expected in the industrialized 
countries to the negotiating and clearing process; 


Lack of information regarding the Congo: U.S. companies are 
disadvantaged in this market compared to their European 
competitors due to a relative lack of information about the 
Congolese business environment; 


Necessity for continuing contacts: The lack of after-sale 
service and spare parts for U.S. products is a particularly 
crucial factor since local services are unreliable. Repeated 
contacts or a semi-permanent local presence are often 
essential to secure a deal; 


Transport costs: U.S. exports to the Congo are delivered 
primarily via transportation links between Europe and Africa, 
which adds shipping costs not borne by European competitors; 


Difficulties in obtaining assistance from U.S.-based 
Congolese officials: Although the Congo has missions in both 
New York and Washington, few Congolese diplomats are versed 
in commercial affairs or able to speak English fluently. 


While the Congo's difficulties loom large, some entrepreneurs have 
been successful even during these difficult times. The joint 
venture wood treatment project appears to be creating a profitable 
niche for itself in central Africa. The American entrepreneur 
behind this project is enthusiastic about other worthwhile 
opportunities in the Congo. Foreign investors must take a careful 
look at investment opportunities to ensure that the profit 


potential is within acceptable ranges of risk before investing in 
the Congo. 


Those interested in doing business in the Congo may wish to review 
"Marketing in the Congo" (May 1988), a U.S. Department of Commerce 
publication or "Background Notes: the Congo" published by the U.S. 
Department of State. Firms are also encouraged to contact the 
American Embassy in Brazzaville (c/o Department of State, 
Washington, D.C. 20520-2090, Tel: 83-20-70, Telex: 5367 KG) or the 
U.S. Department of Commerce Congo Desk Officer (202/377-0357) for 
further information or assistance. 











